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Types of Municipal Debt

1. General Obligation (GO) Debt: Secured by the full faith and credit of the local
government issuing the debt. The City pledges it’s tax revenues to pay debt payments.
If a default occurs, the bond owners have a legal claim on all general income.

A. Limited tax general obligation (LTGO) bonds (also called “councilmanic” bonds
or non-voted debt), may be issued by Council.

B. Unlimited tax general obligation (UTGO) bonds (also called voted debt) must
be approved by 60% of the voters, with a voter turnout equal to at least 40% of
those who voted in the most recent election. Debt service payments are from an
excess levy on property taxes.

2. Revenue Debt: Unlike GO debt, which relies on taxation, revenue debt is guaranteed
by specific revenues (Water, Sewer, Storm).

3. Special Assessment Debt:

A. Local Improvement District LID: debt repaid from assessments against those who
directly benefit from the project. Example: a road improvement project that benefits
a specific subset of the population. The City will form an (LID) and assess the property
owners.




Types of Municipal Debt continued:

B. Utility Local Improvement District (ULID): Similar to LID. The primary
difference is that revenue bonds must be issued for ULIDs, and the bonds are backed
by both assessments and utility revenues.

Lease-Purchase Agreements: Installment payments are made to a vendor or a third
party investor over time, acquiring the property (if the City wishes to do so) at the end
of the lease period for a nominal payment.

Certificates of Participation (COPS): A lease transformed into a marketable security.
Underwriters sell shares in the lease to investors who purchase them for the same
reason they purchase bonds. Example: LOCAL program of the Office of the State
Treasurer. This program aggregates small purchases by several jurisdictions into a
single bond to create volume savings on issuance costs. COPS typically finance
purchases of equipment that are too small to individually warrant the cost of issuing a
bond, and for which conventional bank financing is too expensive.

Federal and State Loans: Loans through government agencies such as Department of
Ecology (DOE) and U.S. Department of Agriculture (USDA).

Refunding Bonds: A procedure where an issuer (City) refinances an outstanding bond
issue by issuing new bonds because interest rates have fallen.



Types of Municipal Debt continued:

TANs, BANs, RANs, and GANs: TANs (tax anticipation notes), BANs (bond anticipation
notes), RANs (revenue anticipation notes), and GANs (grant anticipation notes) are
short-term borrowing repaid out of money derived from the source(s) in anticipation
of which they were issued or from any money otherwise legally available.

Example: GAN for Thornton Overpass project to use as working capital until
reimbursed by State grant.

Example: RAN for WWTP project to use as working capital until reimbursed by DOE.




Debt Limits

General Obligation (GO) Debt Limits:
Based on a percentage of taxable property values.

A. Constitutional (Washington State Constitution) Debt Limits: The level of debt
limitation is separated into non-voted and total debt.

* Non-voted debt (also called “councilmanic” or limited tax general obligation
(LTGO) cannot be greater than 1.5% of assessed value (AV) of taxable
properties in the jurisdiction.

* Total debt (including voted and non-voted debt) cannot be greater than 5% of
AV. However, cities can increase their total debt limit by an additional 5% with
voter approval (to a total of 10%) for water and sewer.

Constitutional debt limits represent the maximum debt a jurisdiction would ever
be allowed.




Debt Limits continued

General Obligation (GO) Debt Limits:

Debt Limits

A. Statutory Debt Limits: Set at a lower level based on
the legislature’s perception of what is a safe and
reasonable amount of debt load to carry. Taken into
consideration the cumulative debt impacts of
overlapping taxing districts on local communities.

Different government types have different debt limits.

Cities (Ferndale) m Total Debt ® Non-voted Voted

* Non-voted debt (also called “councilmanic” or
limited tax general obligation (LTGO) cannot be
greater than 1.5% of assessed value (AV) of taxable
properties in the jurisdiction.

e Total debt (including voted and non-voted debt)
cannot be greater than 2.5% of AV. However, cities
can increase their total debt limit by an additional
2.5% with voter approval for water and sewer, plus
additional 2.5% for open space, parks, and
economic development facilities (7.5% total).




Debt Limits continued

Revenue Bonds are not subject to constitutional or statutory
debt limits. The bond market does limit debt to the amount that
enough revenue can be generated to make the bond payments.

LIDs are not subject to constitutional or statutory debt limits
since the debt payments are paid by property owners.




Calculating GO Debt Capacity

Assessed Value (AV) $1,589,867,326

Non-Voted Debt $7,424,367 (.47% of AV) Total Debt (max.) 2.5%
Voted Debt 5283,188 (.01% of AV) Minus Non-voted debt (max.)  1.5%
Voter approved debt 1%
0
T To.tal Debt (max.) 2.5%
. inus Non-voted debt (max. 1.5%)  .5%
$39,746,683 (AV x 2.5%) Minus Non-voted debt (max. 1.5%) 5%
Current Debt As % of AV Voter approved debt 2%
$7,707,555 (Max: 2.5%)

0.48% ($7,707,555/AV)

Total Remaining Debt Capacity
$32,039,128 (Overall debt minus current debt)

Remaining That Can be Used As % of AV

As Non-Voted Debt (Max:1.5%)
$16,375,633 (AV x 1.03%) 1.03% (1.5%-.47%)




General Obligation Debt Capacity

$283,188

m = Non-Voted Debt = Voted = Remaining Non-Voted Capacity



Wastewater Treatment Plant (WWTP) Funding

Construction approx. $26,000,000
Secured funding (Department of Ecology) 13,023,284

Additional funding to be secured S12,976,716




